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Abstract  This  paper  puts  together the  non-distortionary liquidity  eff ect  of 
unemployment insurance and  job  match  quality.  We  identify  a  big  impact 
on  subsidized  unemployment duration and  a small impact  on  wages on  the 
job that  follows the unemployment spell. Wage gains are heterogeneous and 
concentrated on individuals  at the bottom of the pre-unemployment income 
distribution. The  non-distortionary nature of the  liquidity  eff ect reduces  the 
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